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REVISION OF OCI EANDBOOK ~ CZECHOSLOVAKIA

Delete last 9 lines of page 1 and first 2 paragrsphs on page 2 and
substitube following three paragraphs in "Current Iseuves” Section:

Gonls of the Second Five-Year Plan {1956-60), first revealed during
a series of industrisl conferences held in the fall of 1955, continue to
be discussed now as draft directives of the Plan, This draft, as issued
on 3 May 1956, ealls for a 4B% increase in national income and s 33§
increase in perscnal consumption over 1955, and more moderate rates of
growth than schieved in industry and planned for agriculture under the
First Pive-Year Plan (1949-53). Gross industrial ocutput is scheduled to
increase 50% over 1955, producer goods output 57% and consumer goods out-
put only ho#. If the plan is fulfilled, gross industrial output will
increase on the average 8.4% per yeer during the next five years, es
compared with an annual averasge incresse of 1,05% 1949-85, Inasmuch
as 90% of industrial growth over the next five years is prediceted on
incressed labor productivity, major themes of current economic discussions
are the need to introduce new technology and to extend mechaniration,
particularly in the mining, steel, snd chemical industries, and in agri-
culture.

Gross agricultural cutput is to increase 30% during 1956-60. Current
agricultural pclicy continues to support scme of the reforms instituted
under the “new course” progrem of late 1953. Although such Incentives
a8 reduced compulsory deliveries and credits to private farmers have not
been retracted, s firmer tone on eollectivization has been apparent since
mid 1955. Current efforts are directed toward 1.) expanding the coopera-
tive sector of agriculture in line with the policy to bring about the
predominance of the socialized sector by 1960, and 2.) cultivating the
approximately 300,000 hectares of idle land taken ocut of preduction as
a result of the "new course” retrenchment program on collectivization
and earlier shifts of agricultural labor to industiry.

Simplification of planning through & graduasl reduction of the number
of plan indexes and transfer of some planning responsibilities from
ministerial to local levels, as well as & shorlening of the work week
at the end of the Second Five-Year Plan have been recently announced.

Tk
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Chenge first paragrpph on page 9, beginning with line 5, to read:

"/Industrislization/. Following the death of Stalin in 1953, Czecho-

slovekia, along with other Esst Buropean bloc countries, adopted a

"new course” referred to in Czechoslovekis as a policy of "proportionate
growth.” Under this policy the rate of industrial growth was decelersted

in order to correct imblances vhich had developed through forced industrializa-
tion. Some aims of this policy, such as the expansion of the raw materials
base of heavy industry end the development of agriculture, continue to be
emphasized under current plans. " New course’policy has been modified

somevhat in 1956, however Vpermitting producer goods to grow more rapidly

than coneumer goods,”

Change Page 12
"E. Internationsl Commitments” to:

1. Czechoslovekia has treaties of friendship, colleboration
snd mutual assistance with the USSR and sll the Bast Buropean Satellites.

2, It also has technlcal, scientific collaboration and cultural
egreements with the USSR, asll the Bastwrn Europeen Sstellites snd Cormumist
China.

Change Page 13

"4, Trade Agreements” to:

In sddition to trade agreements with all of the Bloc
countries, Cgechoslovakia has formalized trading relations with
numerous Western countries. Since 1 January 1955, nev agreements
(including those that had previocusly lapsed) heve been signed with:
Uruguey, Egypt, Iran, Sudan, Burme, Ceylon, and Sweden.
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Por pages 16«25 substitute:

III. ECONOMIC
A. Cwrrency
1. Basic Monetary Unit: Crown,

2. Exchange Rate: 7.2 crowns = U8 $1 at the official rate; 1.8
growms * 1 ruble,

B. Banking System: All banks operate as part of & unified benking
structure under the control of the Ministry of Finance. Because banking
transactions are conducted within the fremework of a finencial plan, banks
act more as monitors of economlic plan fulfillment than as banking institu-
tions in the Western sense. The present banking system includes three banks:
l. = State Bank which regulastes currency eirculation, controls foreign ex-
change transactions, and grante short ternm credit; 2. sn Investment Bank
which supervises financing of investment and long term credits) and 3. & State
Bavings Bank which administers workers' ssvings and soclal benefits.

C. Economic Trends

- 1. Basic Bconomic Faetors: Czechoslovekis ie one of the most
industrialized countries of Eastern Europe. The Communists have reorganized
the structure of industry by shifting emphneis from light industrial manu-
factures, notably textile end leather goode, to the output of producer goods.
Because of the preoccupation to expand heavy industry and to industrialize
once backward areas es Slovekia during the period of the First Five Year
Plen (1949-53), agriculture was seriously neglected. Although greater atten-
ticn has since been given to thie sector, 1ts production is estimated as
8till below prewar, and the country remaing more dependent on food imports
than 1n the prewar period.

In 1955 Crechoslovakia produced an estimated gross national = o
output of 11 billion US Dollars (at 1955 prices), which aceounts for nhm:t-—-—-z
of the total GNP of the Bast Buropean Sateliites. In 1855 {zechoslovak GNP

was 65% higher than in 1948. Bacause of concentration on producer goods,
almost none of the benefits of this growth had been passed along to the
populace. Under the "new course’, however, some efforts have been made to
increasse the supplies of consumer goods and foodstuffs. Results of thease
efforte were apparent by the end of 1954 and during 1955.

2. Currency Stability: Because of the unsugcessful attempt to
repress inflation through retioning, Czechoslovakia abolished its dusl price
system on 1 June 1953 in conjunciion with a drastic currency reform. This
reform not only greatly reduced currency in eirculation, deposits of organi-
gations, and individuals, but also -7 - .7 ot o ewestEILIo o 0T
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Vith the currency reform, the crown was officislly tied to the ' ruble. Thus
the offieisl rate of exchange of the crown to the U dollar changed from 50
to 1 to 7.2 to 1.%

Since the currency reform there have been five gemeral price
reductions, which have increased pre-reform purchasing power. Due to the
high.cost and non-availabllity of certain ssgentiale, however, the seale
of living is probably still below that of the prewar period.

3, Qovernment Controls: Under the Benes government (19h5-Feb.
1948), about 65 % of industrial enterprises were nationalized. The Communist
regime speeded the nationalization process, and since 1950 virtuslly all
infustry, transportation, foreign trede, and finance have been naticnally
administered. State ownership hes been extended to a far lesser degree over
construction, retail trade, and agriculture. About k3% of the arable land
18 farmed by state farms and cooperatives. Although cooperatives are state-
regulated, they ars not state-cwmed.

D. Anpusl Budgets (in millions of current Czech crowns)*

Militery & Mil. & Bec. Exp.
Total Becurity az per cent
Budget Expenditures of Total Budpet
1956 89,887 9,606 10.7
1955 96,039 10, 430 12.1
1954 87,573 7,787 8.9

B. Soviet Economic Ald: Economic aid from the USSR hse been confined
gince 1950 to scientific snd technical assistance. Ro gold or foreign
currency loan has been granted since 1949,

# The afficial rate of exchange set by the Czechoslovak Government {7.2
crovns = US $1) overstates the value of the crown. A satisfactory
rate for conversion of crowns to dollars is not available.
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F. DNatural Resources
1. ioulturel: The agricultural sector comprises 12,958,000
acres of arable approxinately 5% thereof unu#ilized in 1955), employs
sbout 30% of the total labor force, and in value of production contiibutes

epproximetely 11# to the gross national product.
!

The chief cultivated crops are 1 ins, potatoes, and sugsr beets.
Livestock and anlmel products amount to sbout 35% of the total velue of
agricultural productlion, Industrial wood production wes 3 million eubic meters
in 1955, lese than cne-fifth of Burcpean Satellite production.

Sugar, hops, and timber are exported. Agricultural imports
have incresped considerably sinee prewar, especially grains, which currently
amount to about one million metric tons annually.

2. Minersl: Iron ore, manganese ore, mercury, copper, lead, zinc,
end iron pyrites are produced, but none in sufficient quantity to supply
domestic needs. Antimony production is sufficient to allow small sxports.
Uraniun ore is mined for export to the USER.

3. Fusl: Coal supplies about §7% of Czechoslovakis's primary
energy. Coal production wes 63,900,000 metric tons in 1955, ebout 168 of
Buropean Datellite output., Sizable shipments of coal from Poland make
Czechoslovekia now @ net importer of coal,

a. Induam

1. Cepital Goods: Czechoslovakia has the largest srmaments apd
iron and steel induetry of the Satellites. Crude steel productien totaled
4,500,000 tons in 1955, roughly one-third of European Satellite pro®uction,
Machine tools and other heavy engineering products, precision, eleetrical,
transportation, and asgriculturel equipment more than meet internaml require-
ments, although certain specimlized pro@ucts in each of these cmtegnries
are imported.

2. g%a.&sm Goods: Production of almost all typea of consumer
goods 1s sufficient to meet requiraments. Textiles, shoes, and glass are
Ceechoslovakia's traditional export items, The export of textiles is
planned 1o be reduced, however, in ordsr to meet domestic requirements.

3. Munitions: Chiefly small arms and smmunition plus some
artillery, s Brmored cars, and alrgraft are manufactured. Czechoslova-
kis is sn important grod.ucer of MI§-15 et fighters and trainers with an
estlmated output of 45 planes per month. Production of the IL-1k {(CRATE)
sonventlonal transport aircraft was initimted late in 1955,and a production
rate of 2 per month will be reached by the end of 1956. é addition, the
aireraft indusiry produces a variety of light sports aireraft, utility-
lisison and small transport types, many of which are exported. Military end
items for the ground forces more than meet domestic requirements.

HE. Foreign Trade

1. Trade with the West: Czechoslovakis's trade with ¥Free World
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countries was valued at approximately $600 million in 1955. Western
Europe accounted for over 50% of Crzechoslovakia's total exports to
and imports, from the Free World, BExports to eountries in latin
America and'the Near East end Africa were 17 percent and 12 per-
cant rea@ec@ively. Imports from these areas were of approximately
the same megnitude. Total exports to the Free World in 1954
asmounted to $238 million, of which menufaetured goods represented
31 percent; machinery and transport equipment, 14 percent; and
crude materials, 12 percent. Total imports for 1954 approximated
$156 million. Of this smount , crude materials represented 38
percent {textile fibers constituted about 70 percent of this
category); food, 32 percent; and manufactured goods, largely base
netals and manufactures, 10 percent.

2, Trede within the Sinp-Soviet Bloc: In 1955, 71 per-
cent of Czechoslovakia’s total trade was with other QOrbit countries,
Principal exports were: capitel goods, transportation equipment,
electrical and technical spparstuses, and chemlcals. ¥Prinecipal
imports were agrleultural products, industriel rav metérilals,
industrial equipment, and petrolewm products.

3 %{:‘e_ of t8:1 There 1s not sufficli¥Nt infor-
mation availlable on Czechosiovakia's trade and finsneiasl relstions

vis-a-vis other Orbit countries to enable the construction of =
balance of payments. Aceording to Free World statistics, exports
from Cegechoslovekis in 1955 exceeded her imports from Free World
countries by $581 million.

I. Telscosmunications

i. Domentic

a. Telephone and Telegraph: The wire telecommmni-
cations system provides sdequate coverage for civilian and military
needs. Its efficiency is sbout egual to that of modexrn Weatern
Buropsan countries. The network, operstsd by the government, is
densest in the northemm and centrel industrial regions of Bohemia
and Moravia and in western Slovekia. In Janusry 195% there were
410,000 telephones, mostly sutomatic, inoluding about 75,000 1in
Prague. The telegruph asystem, to a large extent utiliging tele-
printers connected by an underground cable network, is as exten-
sive as the telephone system. In addition, the Communist party,
army and gecurity policy operate independent telsphone and tele-
prin‘ber nets.,

b. Redio and Television: The radio communiestions
facilities are of a generally high standard but are subordinete
to the wire facilities. They are estimated to be in good opera-
tional condition and provide adeqguate, efficient and dependsble

A o,
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service. The 24 transmitters of the state-opersted broadcasting
system cover practically all the country except certain mountainous
arees of northern and esstern 8lovekie, By the end of 1955, there
were about 2,900,000 redio receivers in the country, about 60
‘percent of which, though mostly prewar models, are capable of
receiving foreign broadcasts. In eddition, wire-diffusion radio
18 being rapldly expanded by the government. 3By the end of 1955
epproximetely 50,000 loudspeskers were in use, Television broed-
casting was imm?urth with much fanfere on 1 Mey 1953; to date,
only 2 stations (Pregue and Ostravae) are in operstion. Additional
stations a¥e planngd for Bratislava, Bruno, and Hradec Kralove.

2. Internstional: The international telecommunicstions
facilities are an extension of the domestic system. They consist
of land-lines to all bordering countries, end radio fecilities for
broadcasting to Eastgrn and Western Burope, North and South America,
~and to Czechoslovakfex abrosd, All internationsl broadcasts originate
in Prague. Western broadcasts to Czechoslovakie are effectively
Jemued in Pregue and most urban sreas of Bohenia, but less effectively
in other areas of the country.

J. Transportation

1. Ballrosds: Rallroads are the most {mportent agemcy
of transportetion in Uzechoslovakias, accounting for more than 85
percent of total inland freight tmensport. The Czech State Rail-
roads {C8D) operste more than 8,300 route miles of track, all but
ebout 100 miles of which is standard geauge. Approximstely 120
route miles of the system are electrified. The network iz most
dense in the western provinces and least developed in Slovakia.
The principel route is a double track line running from Prague
through Kosice to Cierna in Bastern Slowvekis on the Soviet
border. There is a lerge transiseding station at Cierna where
the system connects with the broad-gauge Soviet rall network.
The system also connects with the Polish, Hungarian, Esst and
West German ard fustrisn networks. (zech railrcad operstion is
generally efficient, bul hampered by a shortage of roliing stock.

2. PRosds: Highway transport is well dsveloped in com
pariscn with other Rastern Buropean countries. Highwaye are an
importent supplement to the railrosd system, acting primerily ss
8 feeder service., There are about 43,500 miles of roads, about
0.88 miles per square mile of ares. Most of the principal high-
weys have concrete, asphalt or bituminous surfeqes, with widths
verying from 16 to 36 feet. Bharp curves and steep grades make

ol
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driving hazardous im bad weather. Suov, especially in Slovekis
and the mountninous border areas of Bohemir, interrupts traffic
in winter,

3. Marchapt Marine: In addition to chertering a large
mmber of oCeun-going veesels, primarily for the China trade,
Gﬁ::zh@alemkm owne three merchant vessels which sail from Polish
ports.

¥, Inlend Wate: ¢ Though poorly situsted in rels-
tion to industriel and m‘i:%.tuml centers, the two principal
inland vetervays -~ the Elbe and Danube systems - permit water
access to the North and Black Bess; and & third system - the
Oder - links the couatry with the Ba&tisc Sen. Hamburg, at thes
mouth of the Elbe, is san impprtent transhipping center for
Crechoslovekie's overseas foreign trade. In 1955 river trana-~
port sccounted for about T percent of total freight traffic in
Czechoslowekin.

5. Civil Airlines: The CzechosloveX . ~ air carrier
Ceakoslovenske Aerolinie (USA) bas spproximately 40 twin-engine
transport aircraft including DC-3's, Li-2's snd I1-14's.

Interpal routes link the major cities snd converge
on Prague; extermal routes serve Moscow and the Buropesn Satellite
capitals a8 well as Belgrede, Yugoslavia. International services

to the West include routes to Paris, Copenhsgen, Stockholm snd
Helsinki. Alrlines serving Prague, in addition to those of the

4

Principal cagﬁ‘.‘;?mts are at Pregue (Ruzyme
and at Bratislave (Ivanke). ( )
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On page 29, line 2: Change population to 13,090,000 kectii i 2" .C2d of
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CENTRAL INTELLIGENCE AGENCY
UffTice of the Chief, Economic Reseerch
Office of Research and Reports

Froject Action Memorandum
Project Nne 10,1098
Uate: 1 Hevr 1956

TITLE: Revislion of OCI Country Handbook on Czechoslovakin
REQUESTER: 0CI
STATEMENT OF THE PROBLEM AND TERMS OF REFERENCE:

froblem: To review, reviae and up-date the pertinent seoncmic portiosns
of the OCI Handbook on Czechoslovakia,

Yerms of Reference: (1) Special attention should be pzid te deletion
of material no longer having current significance or background value and
o adding information on recent important developments,

{2) 1955 data should be added wherever possible.

{3) "otel length and cutline should remsln the same,

RESPONSIBILITY JONCUTTEnce
o Man-hours Due Dates  (Initlals)
Action Division: D/ A 25 Jul 58 ﬂﬁg VQ?
Iiranch: A/E 20 o
Contributing Divisions: D/M 5 19 Jul 56
/8 10 19 Jui 56
n/t 5 19 Jul 54
Jtaffs:  25X1A §t/FR
25X1A G35

——
Project Monitor: _ x L4565

this project will not delay completinn of currently scheduled projects,
The classification of this project will be no higher than SECRET,
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